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%ncome year Taxable year
ended-_____v_ __~GL$$____ Amount

March 31, 1959 March 31; 1959 $l47,24
March. 31, I.959 Ma3:ch 31, I.960 163039
Ma-sch 32, 196.0 March 31, 1960 98,1.2
Ma-sch 31, 1960 March 31, 1962. 287027

Before respondent Franchise'  Tax Board acted on
the protests, a~pellantz paid the assessment for the income
and taxable yea:: ended Harch 31, 1959, and also paid $320%8
of the assessment for'.the income and taxable year ended

,,

March 31, 2.960, Pursuant to 'section 26078 of the Revenue and
Taxation Code, we are treatitig the appeal as being zkorn the
denIk.% of chaims fox= refund to the extent of the payEent:s,
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. *’



Appeal of Un5_vew'sal Services,& of Texas--.-

The taxpayer is a foreign coaporation
to the State of CaLFforuia, and the issue
involved Fs c?n ~soiated,tl~ansactFon in
ano'cher state, involving income from an
intnng2.bl.e asset, The ta>:payc?k"  sold a
Lease in thy income year ended March 31, ’ ’
f960, The lease was Located in Anchorage,
Alaska,

According to OUT interpretation of
Revenue and Taxation Code &g::uia'i%on No. 25%.Q%,
income from intangible personal pxopesty,

to a foreign coqoxation, not having a
business OS taxable situs in the State
of California, is not incdudible En the
unita-ry income subject to a%l.ocatioea  to
the Sta’ce of Califo:~nia,~

According to respondent Franchise Tax Board,
appellant is a Texas corporation  which has stated its business
to be that of "feeding aad housjng contractors," Et engaged
in this business in California and elsewhclce, For the income
year ended Maxch 31, b960, appe]Slant allocated a portion of
its incxxne to Cal_ifornia by use of a fo~~_~la of a kind nomal%y
prescribed by respondent where a unitary business is conducted
within and without the state, Appeflant excluded fsom the
allocable income -the gain received on the sale of a lease
on a.restaurant Located in Alaska, Respoadesrt added this
gain to the income subject to aflocation by the Es-xmu%a,

Section 25201. of the Revenue and Taxation Code . .
provides', in'general, that when a taxpayer's income is dejtl'ived
from sowxzes witlhin and without the state, a po~%..on of the :
income is to be allocated to California, Pursuant to this *.
statute 2 -respos?dent a d o p t e d  'segu%atSon 25lOK, tit2.e 3.8, '
California  Administ:~ative Code., The x%gulation states o .’
zLwsofar as is relevant he-se, that:b.

, (4 - Where the Califo-I=nia activities"axe ,
part of a unitxcy business cax;'ried on within



c l ’
+ a

w of Universal SeXvices-of TexaA

Basically, if the operation of a business
within the State is dependent on or contributes'
to the operation of the business outside the
State, the entire operation is unitary in
c h a r a c t e r ,  .e90

(d) Income From Property. (I) Nonunitary
Incoine. Incom from property, which is not
a part of or connected with the unitary busi-
ness, 9s excluded from the income of the
unlta-ry business which is allocated by formula, ..
Income from intangible personal-property which a

is not a part, of or connected w.ith the unitary
business,, is allocated according to ~:ltus,,,~

0
Appellant has the burden of establishing the

facts neces sary to support its position, (Cal. Admin. Code,
tit. 18, $ 5036,) As indicated by the regulation quoted

a b o v e , income from property which is not connected with the
unitary business is p r o p e r l y  e x c l u d e d  f r o m  ahlocabde  iilcome,  ’ *’
We have previ.ous%y held that gain from the sale of a manu-
facturing plant was subject to allocation w’here the plant.

was related to the taxpayer's unitary business0  (&g~&l of
a.

,
W, J‘, Voit Rubber Co,, Cal, St. Bd, of EquaS,, May 12, 19.64,) ,
Since appellant has fa i l ed to show that the restaurant leass
hew in question was unconnected with its mitary business 9

. we c a n n o t  upho%d its contentLon t h a t  t h e  galXl  from the sale
of the Lease was excludible from income subject to al%ocation ;,
by the formula methods, '.

.

Although appellant also referred fn its appeal. to
assessments for income years other than the year involving
the above issue3 that issue is the only one expressly raised
by appellant, Under these circumstances, we find no reason to

.a%ter respondent's action with respect to atiy of the income
yea& mentioned in the appeal., .

.
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-of Universal. Services, Inc-of Texas_I_- -

the
ing

O R D E R-w-c_

Pursuant to the views expressed
board on.fi%e in this proceeding, and
therefor,

in the opinion of
good cause appear-

to section 25667 of i;ha Revenue and Taxation Code, that tne
action of the Franchise Tax Board on the protests of UinivesaaB
Services, Inc., of.Texas, against proposed assessments of
addFtiona1 franchise tax in the amo-unts and for the years
specbfied below,_bc and the same is hereby sustained:

Income year Taxable year -.
.ended ‘Amount

'Prarch 31, 1959 March 31, I!.960 $163039
.March 31, 1960 March 31; 1960 57,94
March 31, $960 March 31, 196% 287e27

IT %S FURTHER ORDERXD, ADJUDGm Ap?D DECREED, pursuant
0 to 'section 26077 02 the Revenue and Taxation.Code, that the

.adtrion 02 the F-ranchise TCEC Board on the claims of Universal
Services, Inc.) of Texas, for refund of franchise tax in ths
amounts and for the years specified beKow be and the sama is *,

hereby sustained:
rj

Income yezz Taxable yea-s
ended ended

March 3.1, .I959 ' March 31, 1954
. March 31, %96Q. March'3l, 1 9 6 0

* O f Febru
Done
arY

at sac.ramento California, th+s 8th
p 1966, by the Sta& Boa~d;-o~,E~~iil~~at~Oi~~

day .
’

Amount

$f47,24,
32J8

Chairman
Member
Member
Member


